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SUBJECT: PETITION FOR INCREASED DUTY ON COCONUT OIL - GOP 
INQUIRY 

REF: MANILA 9164 

1 . IN MAKING HIS INQUIRY, THE DEPARTMENT OF TRADE OFFICIAL 
APPARENTLY HAS IN MIND AN ADMINISTRATIVE PROCEEDING NOW 
BEING CONDUCTED BY THE CUSTOMS SERVICE OF THE DEPARTMENT OF 
THE TREASURY UNDER THE PROVISIONS OF SECTION 516 OF THE 
TARIFF ACT OF 1930. THE PROCEEDING WAS INSTITUTED LAST 
MARCH AT THE REQUEST OF GLIDDEN-DURKEE AN AMERICAN PROCESSOR 
OF VEGETABLE OILS. GLIDDEN-DURKEE HAS PETITIONED THE 
SERVICE FOR A RECLASSIFICATION OF QUOTE TOP AND MID FRAC- 
TIONS OF VEGETABLE OILS OBTAINED BY FRACTIONATION END QUOTE 
FOR CUSTOMS PURPOSES. AS NOTED BY THE EMBASSY, THE SERVICE 
ANNOUNCED THE RECEIPT OF THE PETITION IN A PUBLIC NOTICE IN 
THE FEDERAL REGISTER LAST MARCH AND, IN SO DOING, INVITED 
THE VIEWS OF INTERESTED PARTIES ON THE PETITION. THE 
SERVICE IS CURRENTLY DIGESTING AND EVALUATING SUBMISSIONS, 
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INCLUDING ONE FROM THE PHILIPPINE EMBASSY. 
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2. IN BRIEF, SECTION 516 PROVIDES THAT ANY AMERICAN MANU- 
FACTURER WHO BELIEVES THAT IMPORTED MERCHANDISE OF A CLASS 
OR KIND THAT HE PRODUCES IS (1) BEING APPRAISED AT TOO LOW 

A VALUE OR (2) NOT BEING CORRECTLY CLASSIFIED UNDER THE 
NOMENCLATURE OF THE TARIFF SCHEDULES OF THE UNITED STATES, 
OR (3) NOT BEING ASSESSED AT THE PROPER RATE OF DUTY, MAY 
PETITION THE SECRETARY OF THE TREASURY. THE PETITIONER 
MUST INDICATE THE APPRAISED VALUE, OR CLASSIFICATION, OR 
RATE OF DUTY BELIEVED PROPER AND THE REASONS FOR HIS BELIEF 
THAT THE EXISTING CUSTOMS PRACTICE IS NOT CORRECT. IF, 

AFTER CONSIDERATION OF THE PETITION, THE SECRETARY OF THE 
TREASURY DECIDES THAT EXISTING PRACTICE IS NOT CORRECT, 

HE DETERMINES THE PROPER APPRAISED VALUE, OR CLASSIFICATION 
OR RATE OF DUTY, AND NOTIFIES THE PETITIONER OF HIS DETER- 
MINATION. THEN, MORE THAN THIRTY DAYS AFTER THE DATE SUCH 
NOTIFICATION IS PUBLISHED IN THE WEEKLY CUSTOMS BULLETIN 
THE AFFECTED IMPORTED MERCHANDISE MUST BE APPRAISED, OR 
CLASSIFIED, OR ASSESSED AS TO RATE OF DUTY IN ACCOR- 
DANCE WITH THE SECRETARY'S DETERMINATION. IF THE SECRETARY 
DECIDES EXISTING PRACTICE IS CORRECT, HE INFORMS THE PETI- 
TIONER WHO, IF HE DESIRES, MAY APPEAL THE DECISION IN THE 
CUSTOMS COURT. 

3. UNDER CURRENT CUSTOMS PRACTICE, ALL EXPRESSED OR 
EXTRACTED VEGETABLE OILS, WHETHER CRUDE OR SUBJECTED TO 
REFINING PROSESSES, BUT NOT ANY SUCH PRODUCTS WHICH HAVE 
BEEN ARTIFICIALLY MIXED OR WHICH HAVE BEEN SULFONATED, 
SULFATED, HYDROGENATED OR PROCESSED OTHERWISE THAN BY 
REFINING, ARE CLASSIFIED UNDER THE APPROPRIATE ITEM OF 
NOMENCLATURE PROVIDED IN SCHEDULE ONE, PART 14, SUBPART B 
- VEGETABLE OILS, CRUDE OR REFINED - OF THE TARIFF 
SCHEDULES OF THE UNITED STATES. COCONUT OIL, ONE OF THE 
THREE VEGETABLE OILS CITED BY THE EMBASSY, IS CLASSIFIED 
UNDER ITEM 176.04 AND DUTIABLE AT ONE CENT PER POUND; PALM 
OIL, UNDER ITEM 176.34 AND FREE OF DUTY, AND EDIBLE 

PALM KERNEL OIL, WHICH IS CITED AND DISCUSSED IN THE 
GLIDDEN-DURKEE PETITION, UNDER ITEM 176.33 AND DUTIABLE AT 
ONE HALF CENT PER POUND, OR AS NOTED BY THE EMBASSY, FREE 
OF DUTY IF ENTERED FROM ANY BENEFICIARY DEVELOPING COUNTRY 
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UNDER GSP. IF SUCH OILS ARE HYDROGENATED IMPORTS ARE 
CLASSIFIED UNDER ITEM 178.10 IN SUBPART D - HARDENED OILS, 

FATS AND GREASES; MIXTURES - AND DUTIABLE AT 5 CENTS PER 
POUND. 

4. WE UNDERSTAND THAT FRACTIONATION IN THE CASE OF THE 
VEGETABLE OILS OF INTEREST MEANS THE SEPARATION OF SUCH 
OILS INTO LIQUID, SEMISOLID OR SOLID COMPONENTS IN THE 
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EXTRACTION AND REFINING PROCESS, THAT IN FRACTIONATION 
THERE IS NO ALTERATION OF THE CHEMICAL COMPOSITION OF 
SUCH COMPONENTS, AND THAT COCONUT, PALM AND PALM KERNEL 
OILS SEPARATE INTO LIQUID, SEMISOLID, AND SOLID FRACTIONS 
IN THE PROCESS OF EXTRACTION AND REFINING WITHOUT ANY 
CHANGE IN THE CHEMICAL COMPOSITION OF THE COMPONENTS. 
FURTHER, THAT THE PETITIONER CLAIMS THAT SEMISOLID AND 
SOLID COMPONENTS (IN THE PETITIONER S WORDS QUOTE ALL HARD 
TOP AND MID FRACTIONS END QUOTE) SHOULD BE CLASSIFIED AS 
HARDENED OILS UNDER ITEM 178.10 OF SUBPART D, PART 14 
OR AS OTHER EDIBLE PREPARATIONS UNDER ITEM 182.98 OF SUB- 
PART B OF PART 15 RATHER THAN UNDER SUBPART B OF PART 14. 
IMPORTS ENTERING UNDER ITEM 182.98 ARE DUTIABLE AT 10 
PERCENT AD VALOREM. THE PETITION INVOLVES THE CUSTOMS 
SERVICE PRACTICE WITH RESPECT TO ALL FRACTIONATED VEGETABLE 
OILS CLASSIFIED UNDER SUBPART B. 

5. IN BRIEF, WE UNDERSTAND THAT THE ESSENCE OF THE PRESENT 
CUSTOMS SERVICE PRACTICE IS TO CLASSIFY LIQUID, SEMISOLID, 

OR SOLID VEGETABLE OILS WHICH HAVE BEEN DERIVED FROM 
EXTRACTION AND REFINING AND WHICH HAVE NOT BEEN ALTERED BY 
ANY CHEMICAL PROCESS AS CRUDE OR REFINED OILS UNDER THE 
APPROPRIATE PROVISION OF SUBPART B. IF, HOWEVER, THE COM- 
POSITION OF SUCH OILS HAS BEEN ALTERED BY SOME CHEMICAL 
PROCESS, SUCH AS HYDROGENATION, SULFONATION. OR SULFATION, 
THE PRACTICE IS TO CLASSIFY SUCH ALTERED OILS IN SUBPART D 
WHEN HYDROGENATED OR IN SCHEDULE FOUR AS CHEMICALS OR 
RELATED PRODUCTS WHEN SULFONATED OR SULFATED. THE 

WORD HARDENED IS CONSIDERED TO BE SYNONYMOUS WITH THE WORD 
HYDROGENATION IN THE NOMENCLATURE OF ITEM 178.10. THE 
PETITIONER CONTENDS, IN PRINCIPAL EFFECT, THAT THE CLASSI- 
FICATION OF ANY OF THE OILS OF INTEREST UNDER ITEM 178. 10 
SHOULD NOT BE CONTINGENT UPON AN ALTERATION OF THEIR 
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COMPOSITION BY A CHEMICAL PROCESS; I.E.. HYDROGENATION. 

6. THE PROCEEDING IS NOT RELATED TO ANY QUESTION OF TARIFF 
POLICY. 

7. WE WILL KEEP THE MISSION INFORMED OF SIGNIFICANT 
DEVELOPMENTS. KISSINGER 
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